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. INTRODUCTION

Pursuant to Rules 51.1 et seq. of the Rules of Practice and Procedure of the
California Public Utilities Commission (“Commission”), applicant California Water
Service Company (U 60 W) (“Cal Water”) and the Division of Ratepayer Advocates
(“DRA”) hereby move on behalf of all parties that the Commission grant this motion
seeking approval of a stipulation concerning the Rate Base Equalization Account
(RBEA) Settlement (“Settlement”).1 The Settlement is attached to this motion as
Attachment A. The Settlement fulfills the criteria that the Commission requires for
approval of such stipulations. As explained below, the Settlement is reasonable in light
of the whole record, consistent with the law, and in the public interest. Moreover, the
Settlement commands the unanimous support of all parties in this consolidated
proceeding. For these reasons, the Commission should grant this motion and adopt the
Settlement in its decision in this matter.

1. STATEMENT OF FACTS

A Procedural Background

As the Commission knows, Cal Water filed eight rate applications last August for
its Antelope Valley, Bear Gulch, Dominguez-South Bay, Hermosa-Redondo, Kern River
Valley, Marysville, Palos Verdes, and Redwood Valley Districts. As part of these
applications, Cal Water proposed a Rate Base Equalization Account (“RBEA”) for the
Antelope Valley, Kern River Valley and Redwood Valley Districts. (See, e.g., Exhibit E-
AV at 41-43). DRA protested the applications on September 9.

At the prehearing conference, Administrative Law Judge (“*ALJ”) McVicar
consolidated the eight applications and discussed the numerous issues raised in the
proceeding, including the proposed RBEA and low income assistance programs.
(Transcript at 43:16-46:28; 49:4-50:15). At the prehearing conference, it was agreed that
Cal Water should provide notice of the proposed RBEA to customers in all twenty-four
of its districts since customers in all districts would be potentially impacted if the

proposal were adopted. (Id. at 52:15-53:14). After consulting with the Commission

1 Because the Settlement resolves only one issue raised in this proceeding, it is technically a
stipulation under Rule 51.



concerning the contents of the notice, Cal Water provided notice of its proposed RBEA to
all customers. On September 26, the Commission issued a Scoping Memo and Ruling of
Assigned Commissioner (“Scoping Memo”) which identified the issues raised in the
applications, including the proposed RBEA. Scoping Memo at 2.

Several organizations and individuals intervened in the proceeding last Autumn,
including the Lucerne Community Water Organization (“LCWQ?”) in the Lucerne
division of Redwood Valley, Jeff Young (“Young”), a property owner in the Coast
Springs division of Redwood Valley, Marcos Pareas (“Pareas”), another property owner
in Coast Spring, Jack Miller (“Miller”) in the Unified Service Area of Redwood Valley,
and the Leona Valley Cherry Growers Association (“LVCGA”) in Antelope Valley.?

During the week of December 19, 2005, ORA submitted its reports and
testimony, including Exhibit DRA-11 relating solely to the proposed RBEA. On January
9, 2006, Cal Water served its rebuttal testimony, including Exhibit CWS-4 which
responded to ORA’s exhibit concerning the RBEA.

Settlement discussions began in mid-November and have continued since then.
Cal Water, DRA and all of the Intervenors participated in portions of the settlement
discussions relating to the RBEA initially proposed by Cal Water. These discussions also
took place during the evidentiary hearings which were held at the Commission from
January 24 to January 31. As aresult of these discussions, an agreement has been
reached to resolve the RBEA issue raised in the company’s applications. The parties
documented their agreement in the attached Settlement.

B. Rate Support Fund

All of the parties agree that some form of rate assistance is appropriate for the
Antelope Valley, Kern River Valley, and Redwood Valley Districts, based upon
consideration of the affordability of rates and public comment. However, instead of

adopting Cal Water’s originally proposed RBEA, the parties have instead agreed to a

2 Where appropriate, LCWO, Young, LVCGA, Pareas and Miller will be collectively referred to
as the “Intervenors.”



Rate Support Fund (“RSF”) mechanism.3 As set forth in Attachment A, the RSF will
support two types of benefits: (1) a general rate assistance benefit to all customers in the
Redwood Valley, Kern River Valley and Fremont Valley area in Antelope Valley; and
(2) a targeted benefit to qualifying low income customers in all three RBEA proposed
districts — Antelope Valley, Kern River Valley and Redwood Valley (Lucerne, Coast
Springs, and Unified). (Agreement at 2.) The RSF will be funded via a volumetric
surcharge on every unit of water sold by Cal Water in all twenty four of its districts, or a
per customer charge for un-metered customers on a flat rate. (Id. at’5.) The duration of
the RSF is this general rate case cycle. The RSF credits and surcharges will be booked in
a single balancing account by Cal Water. (Id.) The precise details of the parties’
agreement are spelled out in the attached Settlement.

Based upon this all party agreement to implement the proposed RSF, Cal Water
and DRA have filed this joint motion on behalf of all parties requesting the Commission
approve a stipulation adopting the Settlement. All parties have now executed the
attached Settlement. As the Settlement provides, “The Parties, by signing this
Agreement, acknowledge that they pledge support for Commission approval and
subsequent implementation of all the provisions of the Agreement.” Settlement at 1.
Thus, Cal Water and DRA are filing and signing this motion on behalf of all parties.

I1l.  DISCUSSION

Rule 51.1(e) requires that a stipulation or settlement be “reasonable in light of the
whole record, consistent with law, and in the public interest.” Also, because the
Settlement is sponsored by all parties, the standard articulated in Re San Diego Gas &
Elec., D. 92-12-019, 46 CPUC 2d 538, 552-553 (1992), applies as well. Under that

standard, the Commission will approve settlements where (1) they are sponsored by all

3 While Cal Water and DRA analyzed the impact of high rate base per customer in their reports,
it was only one of the factors used to decide which districts should be eligible for a benefit. As
explained in the Settlement, actual numerical recommendations for rate assistance are based on a
per customer benefit and are not tied to rate base. (Settlement at 2.)

4 The Settlement also provides that, “The Parties shall use their best efforts to obtain
Commission approval of the Agreement. The Parties shall jointly request that the Commission:
(1) approve the Agreement without change; and (2) find the Agreement to be reasonable,
consistent with law and in the public interest.” (Settlement at 6,  12.)



active parties, (2) those parties are fairly representative of the affected interests, (3) the
settlement does not contravene the law, and (4) the settlement documents provide the
Commission with the information needed to discharge its regulatory obligations. (1d.)
The Settlement here satisfies the criteria in both Rule 51.1(e) and D. 92-12-019. The
Commission should approve this motion and stipulation, and adopt the Settlement which
is supported by each party.

A The Settlement Is Reasonable

The reasonableness of the Settlement is supported by DRA’s reports and
testimony, by the testimony, reports and rebuttal testimony of Cal Water, and by the
testimony and exhibits offered by the Intervenors in this proceeding. In addition, the
parties considered the affordability of the rates in the districts (i.e., income levels, usage
levels, rate base per customer, availability of public loan funds, and average bills), public
comments at the Public Participation Hearings, letters to the Commission and DRA, as
well as the impact of extraordinary water quality problems. (Settlement at 1-2.) The
parties fully considered the facts and the law. Following extensive settlement
negotiations, the parties reached a reasonable compromise on the RBEA issue which was
in contention. The settlement negotiations were accomplished at arm’s length over the
course of numerous days.

B. The Settlement Is Lawful

The parties are aware of no statutory provision or prior Commission decision that
would be contravened or compromised by the Settlement. Indeed, the Settlement here
moves water rates towards affordability for the Fremont Valley, Kern River Valley, and
Redwood Valley Cal Water customers. The Commission’s recent Water Action Plan
provides that the Commission, “will develop options to increase affordability of water
service for [low income] customers . . ..” (Water Action Plan at 5.) The issues resolved
in the Settlement are clearly within the scope of the proceeding. Moreover, the
Settlement if adopted would result in just and reasonable rates.

C. The Settlement Serves The Public Interest

Also, the Settlement is in the public interest. The Commission has explained that
a settlement which “commands broad support among participants fairly reflective of the

affected interests” and “does not contain terms which contravene statutory provisions or



prior Commission decisions” well serves the public interest. Re San Diego Gas & Elec.,
D. 92-12-019, 46 CPUC 2d at 552. In this proceeding, all of the parties have agreed on
the RSF after extensive negotiations. The parties fairly represent the affected interests.
Cal Water provides water service to the customers in the relevant districts, and DRA is
statutorily mandated with representing ratepayers in California, including those districts
not directly at issue in this consolidated proceeding. Also, the Intervenors are Cal Water
ratepayers and they come from Cal Water districts that the proposed RSF would benefit.

The principal public interest affected by this proceeding is the delivery of safe,
reliable water service at reasonable rates. The Settlement advances this interest. In
addition, Commission approval of the Settlement will provide speedy resolution of
contested issues, will save unnecessary litigation expense, and will conserve Commission
resources. The Commission has acknowledged that “[t]here is a strong public policy
favoring the settlement of disputes to avoid costly and protracted litigation.” Re PG&E,
D. 88-12-083, 30 CPUC 2d 189, 221.

D. The Settlement Conveys Sufficient Information

In addition, the parties believe that the Settlement conveys sufficient information
for the Commission to discharge its future regulatory obligations.

Thus, taken as a whole, the Settlement satisfies the Commission’s standards for

approving stipulations presented to it.



IV.  CONCLUSION

For the reasons stated above, Cal Water and DRA request on behalf of all parties

that the Commission grant this motion and adopt the Settlement attached hereto.
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